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to be done by emphasising the differences between
the social and the natural sciences than by emphasising
their similarities.1
3. If this is true of attempts to provide definite
quantitative values for such elementary concepts as
demand and supply functions, how much more does
it apply to attempts to provide "concrete" laws of the
movement of more complex phenomena, price fluctua-
tions, cost dispersions, business cycles, and the like.
In the last ten years there has been a great multiplica-
tion of this sort of thing under the name of Institu-
tionalism, "Quantitative Economics", "Dynamic Eco-
nomics", and what not;2 yet most of the investigations
involved have been doomed to futility from the outset
and might just as well never have been undertaken.
The theory of probability on which modern mathe-
matical statistics is based affords no justification for
averaging where conditions are obviously not such as
to warrant the belief that homogeneous causes of
different kinds are operating. Yet this is the normal
procedure of much of the work of this kind. The
correlation of trends subject to influences of the most
diverse character is scrutinised for "quantitative
laws". Averages are taken of phenomena occurring
under the most heterogeneous circumstances of time
and space, and the result is expected to have signifi-
cance. In Professor Wesley Mitchell's Business Cycles* *
1  On the matters discussed in this section I am much, indebted to con-
versations -with Dr. Machlup.
2  On the aspect of Institutionalism discussed below, Professor Wesley
Mitchell's essay on The Prospects of Economics in the Trend of Economics
(edited Tngrrall) should be consulted. On the general position of the school,
see Morgenstem, BemerJcungen  itber die Problematik der Amerikanischen
Instiiutionolisten in the Saggi di Sforia e Teoria JEconomica in onore e recordo
di Qmseppe Prato* Turin, 1931; Fetter, art. America, W irischaftstheorie der
Qegenwart* Bd. 1, pp. 31-60. See also the review of the Trend of Economics
by the late Professor Allyn Young, reprinted in his Economic Problems New
end Old, pp. 232-260.                     3 Buries* Cycles, 2nd edition, p. 419.